FINANCING   THE   WAR

Exchequer, which was obliged to resort to credit in the form of
repeated gold loans in both the home and foreign markets. The
effects on the exchange were catastrophic, exposing the artificial
boom and the fallacies of the economic regime of the dictatorship.
The Gentro de Gontrataci6n de Moneda (Exchange Control
Agency) was created with the object of protecting the peseta.
Thus tie exchange was ignored as a corrective symbol or index,
and the violent fluctuations which would have represented the
true situation were avoided altogether.

Defying the true demands of the situation, the Centro de Gpn-
trataci6n de Moneda not only counteracted the tendency of the
exchange, but for motives of national "prestige" raised it to a
level impossible to maintain. The consequences of this went
beyond the material losses caused by the intervention of the
Gentro. The Bank of Spain was forced to send a part of its gold
reserve abroad, and this was hypothecated in order to cover loans
from foreign issuing banks. Moreover, the internal capital market,
already depleted by so many issues, was deprived of the foreign
floating capital, which had taken advantage of the fictitious
valuation of the peseta to realize a profitable placing, but which
now fled hastily from a market showing signs of crisis.

Other Government measures, carried out under a regime which
was anticipating Fascist autarchy, contributed to the drainage of
the capital market. The nationalization of the petroleum industry,
creating an import and distribution monopoly, cost the home
market millions of pesetas in indemnification, and left in its train
a multitude of claims which are still awaiting settlement. In the
same way foreign enterprises were entrusted with the development
of the new public services, which involved expensive large-scale
installations of imported material, and so added to the debit
balance of the nation. Such contradictions in the system neces-
sarily shortened its life, and the attempt at autarchy was doomed
to rapid failure.

On the overthrow of the dictatorship, and in the short inter-
regnum of fourteen months between it and the Republic,
criticism of the past conduct of the national economy was mainly
responsible for the unanimous vote in the elections of April lath,
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